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KNOW BY ALL MEN THESE PRESENTS: 
COUNTY OF TARRANT § 


NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU MAY REMOVE OR STRIKE ANY 
OF THE FOLLOWING INFORMATION FROM THIS INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC 
RECORDS: YOUR SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER. 


NO SURFACE USE OIL AND GAS LEASE 


This NO SURFACE USE OIL AND GAS LEASE (‘Lease’) is made as of the 31st day of March, 2008 (the 
“Effective Date”) by and between Arturo Almaraz Joined pro-forma by his wife, Clara Almaraz (‘Lessor” whether 
one or more), whose address is 2115 Newbury Dr, Arlington Tx 76014 and Paloma Barnett, LLC, (“Lessee,” whether 
one or more), whose address is 1021 Main Street, Ste. 2600, Houston, TX 77002. Lessor and Lessee are sometimes 
collectively referred to in this Lease as the “Parties.” 


limitations hereinafter set forth, hereby leases and lets, exclusively unto Lessee, for the Purpose of exploring, drilling 
for, producing, and marketing oil and gas, the land in Tarrant County, Texas, described as follows, to wit: 


0.2066 acres of land, more or less, also being known as Bik 4, Lot 20, Brandyridge Phase One, an Addition, to the City of 
Arlington, Tarrant County, Texas, out of the William Haymon Survey, Abstract Number 642, Tarrant County, Texas, and 
amendments thereof, including streets, easements, and alleyways adjacent thereto, and any riparian rights. 


(and referred to herein as “Said Land,” the “Property,” or the “Leased Premises”). The Leased Premises shall include 
all strips and gores, streets, easements, highways and alleyways adjacent thereto, Lessor agrees to execute at 
Lessee's request any additional or supplemental instruments reasonably necessary for a more complete or accurate 
description of the leased premises. For the purpose of determining the amount of any shut-in royalties hereunder, the 
number of gross acres specified above shall be deemed correct, whether actually more or less. 


2. Term. Subject to the other provisions contained herein, this Lease shall be for a term of thirty-six (36) months from 
the date hereof (the “primary term"), and for as long thereafter as oil or gas or other substances covered hereby are 
produced in paying quantities from the Leased Premises or from lands pooled therewith, or this Lease is otherwise 
maintained in effect pursuant to the provisions hereof. 


it shall be considered for all purposes as though this Lease originally provided for a primary term of five (5) years. If 
this Lease is extended as to only a portion of the acreage then covered thereby, Lessee shall designate such portion by 
a recordable instrument. 


4. Minerals Covered. For purposes of this Lease, “oil and gas” means oil, gas and other liquid and gaseous 
hydrocarbons and their constituent elements produced through a well bore. “Oil" includes all condensate, distillate and 
other liquid and gaseous hydrocarbons produced through a well bore. "Gas" includes helium, carbon dioxide and other 
commercial gases, as well as hydrocarbon gases. Expressly excluded from this Lease are lignite, coal, sulfur and other 
like minerals. Lessee shall have no rights to water in, on, or under lands of Lessor. 


5. Royalty. Royalties on oil, gas and other substances produced and saved hereunder shall be paid by Lessee to 
Lessor as follows: (a) for oil and other liquid hydrocarbons separated at Lessee's separator facilities, the royalty shall 
be twenty five percent (25%) of such Production, to be delivered at Lessee's option to Lessor at the wellhead or to 
Lessor's credit at the oil purchaser's transportation facilities, provided that Lessee shall have the continuing right to 
purchase such production at the wellhead market Price then prevailing in the same field (or if there is no such price 
then prevailing in the same field, then in the nearest field in which there is such a prevailing price) for production of 
similar grade and gravity; and (b) for gas (including casinghead gas) and alt other Substances covered hereby, the 
royalty shall be twenty five percent (25%) of the proceeds realized by Lessee from the sale thereof, computed at the 
point of sale, provided that Lessee shall have the continuing right to purchase such production at the prevailing 
wellhead market price paid for production of similar quality in the same field (or if there is no such Price then prevailing 
in the same field, then in the nearest field in which there is such a prevailing Price) pursuant to comparable purchase 
contracts entered into on the same or nearest Preceding date as the date on which Lessee commences its purchases 
hereunder. 


Royalties on oil, gas and other substances produced and saved hereunder which are processed in a processing plant 
in which Lessee, or an affiliate of Lessee, has a direct or indirect interest, shall be calculated based upon the highest of 
the proceeds received or the market value of the products so processed. Similarly, on oil, gas and other substance 
produced and saved hereunder which are sold to Lessee, or an affiliate of Lessee, royalties shall be paid based upon 
the higher of the market value of the products so sold and the proceeds received by Lessee for said products. 


percent (10%) of the outstanding voting interest of Lessee or in which Lessee owns more than ten percent (10%) of the 
outstanding voting interest; or (ii) a corporation, joint venture, partnership or other entity in which, together with Lessee 
more than ten percent (10%) of the outstanding voting interest of both the Lessee and the other corporation, joint 
venture partnership or other entity is owned or controlled by the same person or group of persons. 


Lessee must disburse or cause to be disbursed to Lessor its royalty on production from a particular well not later than 
one hundred twenty (120) days after the end of the month following first delivery of gas from the well into the pipeline. 
Thereafter, Lessee must disburse or cause to be disbursed to Lessor by the last day of each month its royalty on 
Production for which Lessee received payment in the preceding month, but in no event shall royalty be paid more than 
sixty (60) days after the last day of the month of production. If not paid when due, Lessor’s royalty shall bear interest at 


The receipt by Lessee, or Lessee’s Operator, from a purchaser or a pipeline company of proceeds of production for 
distribution to Lessor will not result in Lessee, or Lessee’s operator, acquiring legal or equitable title to those proceeds, 


Gas produced from Said Land or pooled unit that Said Land is included therewith shall not be commingled with gas 
produced from any other lands prior to the point where the gas produced from this Lease passes through the meter 
which will measure the gas for calculating the payment made by the purchaser of gas production. 


6. Shut-in Royalty. If at the end of the primary term or any time thereafter one or more wells on the leased premises or 
lands pooled therewith are capable of producing oil or gas or other substances covered hereby in paying quantities, but 
such well or wells are either shut-in or production therefrom is not being sold by Lessee, such well or wells shall 
nevertheless be deemed to be producing in paying quantities for the purpose of maintaining this Lease. A well that has 
been drilled but not fraced shall be deemed incapable of producing in paying quantities. If for a period of ninety (90) 
consecutive days such well or wells are shut-in or production therefrom is not being sold by Lessee, then Lessee shall 


shut-in or production therefrom is not being sold by Lessee; provided, however, that if this Lease is otherwise being 
maintained by operations, or if production is being sold by Lessee from another well or wells on the leased premises or 
lands pooled therewith, no shut-in royalty shall be due until the end of the 90-day period next following cessation of 


that after the expiration of the Primary term, Lessee shall not have the right to continue this Lease in force by payment 
of shut-in royalty for more than one single period of up to two (2) consecutive years. 


7. Payments. All shut-in or other royalty payments under this Lease shall be paid or tendered to Lessor at the address 
in Section 1, or at such address or to Lessor's credit at such depository institution as Lessor may provide written notice 
of from time to time. All payments or tenders may be made by check or electronic transfer, 


8. Continuous Drilling Obligations. If Lessee drills a well which is incapable of producing in paying quantities (a "dry 
hole") on the Leased Premises or lands pooled therewith, or if all production (whether or not in paying quantities) 


9. Pooling. Lessee shall have the right but not the obligation to pool all or any part of the Leased Premises or interests 
therein with any other lands or interests, and as to any or all substances covered by this lease, either before or after the 
commencement of production, whenever Lessee deems it necessary or proper to do so in order to prudently develop or 
operate the Leased Premises, whether or not similar pooling authority exists with respect to such other lands or 
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interests; provided, however, that the entire Leased Premises covered by this Lease, shall be included in any unit 
Created pursuant to the pooling authority granted herein. The unit formed by such pooling for an oil well which is not a 
horizontal completion shall not exceed eighty (80) acres plus a maximum acreage tolerance of ten percent (10%) and 
for a gas well or a horizontal completion shall not exceed six hundred forty (640) acres plus a maximum acreage 
tolerance of ten percent (10%). For the purpose of the foregoing, the terms “oil well” and “gas well” shall have the 


with an initial gas-oil ratio of 100,000 cubic feet or more per barrel, based on 24-hour production test conducted under 
hormal producing conditions using standard lease separator facilities or equivalent testing equipment and "horizontal 
completion” means a well in which the horizontal component of the gross interval in the reservoir exceeds the vertical 


Lessee shall file of record a written declaration describing the unit and stating the effective date of pooling which may 
be retroactive to first production. In the event Lessor's acreage is included in a well, all of Lessor's acreage shall be 


which Lessor's royalty is calculated shall be that proportion of the total unit production which the surface acres covered 
by this Lease and included in the unit bears to the total number of surface acres included in the unit. 


made by such governmental authority. In making such a revision, Lessee shall file of record a written declaration 
describing the revised unit and Stating the effective date of revision. If the leased premises are included in or excluded 
from the unit by virtue of such revision, the proportion of unit production on which royalties are payable hereunder shall 
thereafter be adjusted accordingly. In the absence of Production in paying quantities from a unit, or upon permanent 
cessation thereof, Lessee may terminate the unit by filing of record a written declaration describing the unit and stating 
the date of termination. Pooling hereunder shall not constitute a cross-conveyance of interests. 


11. Release and Vertical Pugh Clause. Lessee may, at any time and from time to time, deliver to Lessor a file of 
i is Lease as to a full or undivided interest in all or any portion of the area covered by this 
Lease or any depths or zones thereunder, and shall thereupon be relieved of all obligations thereafter arising with 
respect to the interest so released. If Lessee releases all or an undivided interest in less than all of the area covered 
hereby, Lessee's obligation to pay or tender shut-in royaities shall be proportionately reduced in accordance with the 
net acreage interest retained hereunder. In any event, upon termination of this Lease, Lessee, its successors or 


Operations on the leased premises or on lands pooled therewith, this Lease shall remain in full force and effect as to all 
depths so long as no more than ninety (90) days elapse between operations. 


12. No Surface Use. Notwithstanding anything to the contrary in this Lease, Lessee shall not enter upon the surface 
of, cross over, place any structure or building upon or conduct any operations (including but not limited to 


Lessee shall only develop the leased premises by pooling, as provided herein, or by directional or horizontal drilling 
commenced from a surface location on other lands. Notwithstanding anything to the contrary in the Lease, Lessee has 
no right to drill horizontally, vertically, or at an angle under the Leased Premises at any depth that is less than three 


13. Noise. Noise levels associated with Lessee's operations related to the dritling, completion and reworking of wells 
Shall be kept to a reasonable minimum, taking into consideration reasonably available equipment and technology in the 
oil and gas industry, the level and nature of development and surface use elsewhere in the vicinity of Lessee's drill sites 
and the fact Lessee's operations are being conducted in or near an urban residential area. If Lessee utilizes any non- 
electric-powered equipment in its operations, Lessee shall take reasonable steps to muffle the sound therefrom by 


14. Regulatory Requirements and Force Majeure. Lessee's obligations under this Lease, whether express or implied, 


shall be subject to all applicable laws, tules, regulations and orders of any governmental authority having jurisdiction, 
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including environmental regulations, setback requirements, restrictions on the drilling and production of wells, and the 
price of oil, gas and other substances covered hereby. To the extent any such laws, rules, regulations or orders are 


16. Indemnity. LESSEE AGREES TO INDEMNIFY AND HOLD HARMLESS LESSOR, AND LESSOR’S 
REPRESENTATIVES, SUCCESSORS, AND ASSIGNS AGAINST ALL EXPENSES, CLAIMS, DEMANDS, 


REQUIREMENTS BY LESSEE. AS USED IN THIS PARAGRAPH, THE TERM “LESSEE” INCLUDES LESSEE, ITS 
AGENTS, EMPLOYEES, SERVANTS, CONTRACTORS, AND ANY OTHER PERSON ACTING UNDER ITS 


17. Notices. All notices required or contemplated by this Lease shall be directed to the party being notified at the 
address identified in Section 1, unless notice of another address has been provided in writing. All such notices shall be 
made by registered or certified mail, return receipt requested, unless another means of delivery is expressly stated. 


18. No Warranty of Title. Lessor makes no warranty of any kind with respect to title to the surface or mineral estate in 
the leased premises or any portion of or interest therein. All warranties that might arise by common law or by statute, 


19. Curing Defaults. Should Lessee at any time fail to comply with its obligations hereunder regarding construction, 
maintenance, or repair, Lessor shall have the right, after giving 30 days prior written notice to Lessee, to do or have 


reasonable and necessary expenses thus incurred by Lessor, to be paid within 30 days after Lessor shall have 
furnished Lessee an itemized written statement of the expenses. 


20. Venue and Legal Fees. Venue for any dispute arising under this Lease shall lie in Tarrant County, Texas, where 
all obligations under this Lease are performable. At any time that any obligation of the Lessee to make a payment shalt 


Statutes of the State of Texas. In addition, in the event of the breach of any provision of the Lease, Lessee shail pay to 
Lessor ali costs and expenses reasonably incurred including reasonable attorney's fees and costs of court incurred by 
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Lessor for the enforcement of the provisions of this Lease. Itis agreed and understood that time is of the essence in the 
performing of each responsibility under the terms of this Lease, 


reasonable times, as well as all other records, reports, notes, charts, graphs, maps, contracts, documents, papers, and 
other material in the possession of or under the control of the Lessee and pertaining to the Leased Premises. 


22. Division Orders. It is agreed that neither the Lease nor any of its terms or provisions shall be altered, amended, 
extended, or ratified by any division order or transfer order executed by Lessor, Lessor’s Successors, agents, or 


extension or ratification is sought to be enforced. Any purported amendment, alteration, extension or ratification not so 
drafted shall be of no force or effect. 


24, Miscellaneous. This Lease is entered into in the State of Texas and shall be construed, interpreted and enforced in 
accordance with the laws of the State of Texas without reference to choice-of-law rules. Should any of the provisions 


which shall constitute one and the same instrument. Singular and plural terms, as well as terms stated in the masculine 


“The rights of Lessor under this Lease shall be in addition to, and not in lieu of, all rights Lessor may have as to 
payment of royalty under Texas law, including, without limitation, V.T.C.A. NATURAL RESOURCES CODE §§ 91.401 
through 91.405.” 


25. Release and Discharge. Lessor acknowledges that the terms of the Lease, this addendum, the amount of the 
royalty and bonus paid hereunder, and all other terms negotiated with Lessee (herein the “Negotiated Terms”) with 
respect to this Lease, were obtained as a result of negotiations between Lessee and the group known as the Southeast 


Anlington Property Owners which relate to, arise from, or are in any manner connected to (i) the Negotiated Terms, (ii) 
the negotiation of the Negotiated Terms, (iti), the inclusion and/or omission of any terms within the Negotiated Terms, 
(iv) any activity, act or omission in any way related to the Negotiated Terms or the negotiation of the Negotiated Terms 
or (v) any and all representations made prior, during, and subsequent to Lessor’s execution of this Lease and 
Amendment. 


A MEMORANDUM OF LEASE and not the actual Lease instrument with its addendum, if any, shall be filed of record in 
Tarrant County, Texas, in order to give constructive notice of Lessee’s leasehold interest in the property. 
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IN WITNESS WHEREOF, this Lease is executed to be effective as of the date first written above, but upon execution 
shail be binding on each signatory and the signatory's heirs, devisees, executors, administrators, successors and 
assigns, whether or not this Lease has been executed by all parties hereinabove named as Lessor. 


LESSEE: Paloma Barnett, LLC 


By: 
Printed Name: 
Title: 77 # 


LESSOR 


MLorae Llesriny 
Arturo Amara Clare. C1a ray 


STATE OF _1@ K@S (INDIVIDUAL ACKNOWLEDGEMENT) 


COUNTY OF _JObrant 


This instrument wag acknowledged pefore me on the3l day of [1Ga 200.87 by 
A(tufo oy levee Bina HY bLaunk fof te . 


ee, DON BOYD PEARSON 
is SHELDON fe Sats ot Tees 


My Commission ~ 
Decomber 27, 2011 Notary Public, State of Texas 
Notary’s Name Printed: Shale v: CUS OX 


Notary’s Commission Expires: 477 [zor 


STATE OF TEXAS (CORPORATE ACKNOWLEDGEMENT) 
COUNTY OF TARRANT 


This instrument was acknowledged before me.o the 3\ 20 TNby 
Con eS WOU , the OOAS Win. LA (Office) of 
on behalf of Said a » De nnhea, 


Notary F 


Notary’s\Name Printed GOA mW. Copa. 


YN M. LOPEZ , ssi ives: 
Sie Publ, State of Texas Notary’s Commission EXPIES Cas, Muri, 


My Commission Expires 
August 17, 2011 
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